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NATIONAL ECONOMY AND NEW EXPENDITURE 1 

DR. ALBERT SHAW 
Editor of The American Beview of Reviews 

IT is the chief function of the Academy of Political Science 
to analyze problems in a philosophical spirit and by scien- 
tific methods. The American people are more in need of 
aids to right thinking than of exhortations to support right 
courses of conduct. Everybody would support disarmament 
if it could be made clear just when to proceed and on what 
plans. Everybody would support expenditures for education 
and the improvement of the public health if it were made 
clear that great advantages would result, and that the plans 
by means of which these benefits could be obtained were the 
best that could be devised. 

All public expenditures, like all private outlays, must come 
out of the aggregate income of the people, whether as individ- 
uals or as business corporations. Taking the broad view, the 
burden of taxation for public objects, like that of the expendi- 
ture for private needs, rests upon the whole people in their 
organized wealth-producing capacity. Inasmuch as the same 
hundred million people are citizens of the forty-eight states, 
of some thousands of counties and of still more thousands of 
cities, towns, villages and minor districts, it is more important 
for certain purposes of broad understanding to consider what 
the people obtain for the grand total of the money they pay 
in taxes than to consider whether the taxes are levied, collected 
and spent by municipal or local governments on the one hand, 
or by state and national governments on the other. 

One sweeping generalization is obviously true: With our 
large population and more highly organized economic, social 
and political life, the average family obtains a considerably 
larger portion of the satisfaction of its wants and needs through 
collective action than in former periods. It follows that in the 
division of the gross national income a larger percentage goes 

i Introductory address as presiding officer at the third session of the 
Academy meeting in New York City, May 23, 1921. 
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to purposes of public expenditure than in times when govern- 
ment was a far less active agent for communities and the 
general public than it has now become. 

The fact, therefore, that public revenues have increased more 
rapidly than has the population, and that individual taxpayers 
must contribute to these public revenues a larger part of their 
income than formerly, should not be regarded as alarming in 
itself. The real question is, whether or not the public agencies 
which collect and spend so large a part of the gross national 
income are responding in an efficient way to intelligent de- 
mands for collective action. 

Armies and navies involve very great national expenditure, 
and their object is to afford security for the normal and peace- 
ful life of the entire people. At three or four times of emer- 
gency in our history, we have found ourselves spending far 
too little for these purposes of national defense, and have in 
consequence been precipitated into wars at terrible cost of life 
and treasure. Peace-time establishments for defense have 
never at any time in the history of the United States been even 
slightly burdensome, when compared with the value of the 
security that it is their purpose to afford. 

If we had made due preparation in the years 1914, '15 and 
'16, viewing responsibly the world convulsions which menaced 
us, we should have saved the lives of many young men of 
many nations and also billions of dollars of the world's wealth. 

The question, therefore, of the monetary cost of our navy 
and our army in this period immediately following the war is 
not vital. The real question before us is : What is to be the 
nature of our future security, and by what means can we best 
safeguard our own peace and help to maintain law and order 
elsewhere ? The army should be as small as is compatible with 
the technical needs of a series of branches and services that 
have become very elaborate by reason of new kinds of warfare. 
There should be short enlistments, and the army should be 
educational along the new and hopeful lines that have already 
been undertaken. There should be, henceforth, a very exten- 
sive scheme of short-time military training for young men 
whose physical, mental and vocational development under army 
instruction can be made so valuable that the whole cost of the 
army may be justified and repaid by the increased efficiency of 
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hundreds of thousands of young men whose education is an 
army by-product. 

Some of these educational possibilities also pertain to the 
navy as a training school ; but naval preparedness is a topic that 
stands apart. One of the crying needs of the world is the 
acceptance of the doctrine that the high seas are a common 
possession, and that they are not to be used for the purpose of 
war between rival nations. Competitive navies must be aban- 
doned, or else the strongest country must have the largest navy. 
Large naval expenditure by the United States, therefore, is to 
be regarded as a temporary device by means of which we may 
the better persuade all the naval powers to abandon completely 
the present harmful doctrines of naval supremacy, of relative 
naval rank, and of competitive armament. 

The only possible doctrine is that of the abolition of naval 
warfare, and the guardianship of the common seas through co- 
operation. If Great Britain and the United States should 
adopt this view of unqualified cooperation in making the oceans 
safe for commerce and travel, they could easily persuade all 
other powers to agree with them. We could then cut our naval 
bills from half a billion dollars yearly to less than a tenth of 
that sum as our share toward the cooperative policing of the 
seas. After saving great sums by a project of international 
union of this kind for policing the seas, we could proceed in 
due time to unite with other powers in plans for greatly re- 
ducing the cost of land defenses. 

If within a period of five or six years following the armistice 
we shall have made substantial progress toward international 
agreements for keeping the peace and toward practical dis- 
armament, we may enter the more hopefully upon programs of 
expenditure for the positive welfare of our fellow citizens. We 
have greatly perfected certain of the instrumentalities of pro- 
gress, and some of the advances have followed in the wake of 
war-time effort. Thus certain methods of eliminating tropical 
diseases were discovered and applied after our Spanish war, 
with notable results in Cuba and the Canal Zone. We still 
have before us immense undertakings for the improvement of 
the public health throughout this country, because we have not 
yet made thoroughgoing application of our scientific knowl- 
edge. Much of this work can and will be done through state 
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and local health departments; but there are large fields of 
endeavor which can best be occupied by the public health ser- 
vice of the national government. 

Similar things are true with regard to education. We have 
standards of training for good citizenship, for economic effi- 
ciency, for social usefulness and for personal happiness. No 
form of public undertaking yields so much in valuable results 
as well devised systems of training for the business of life. Our 
efforts in the future must be intensive in the cultivation of the 
people, the restoration of agricultural and country life, and the 
re-making of communities. A government can do much by 
judicious expenditure to increase average prosperity, and thus 
to enlarge the bulk of annual wealth-production. Out of this 
enlarged bulk the community can, in turn, well afford to pro- 
vide the government with all necessary sums for the support 
of policies which are in accord with the demands of an ever 
more elaborate civilization. 

Obviously, the more extended the functions of government 
become, the more necessary it is to improve the machinery of 
government, casting aside what is obsolete, and giving scien- 
tific form to what remains. Fortunately, as students of politi- 
cal science, I think we may congratulate ourselves upon very 
decided progress in the efficiency and character of our public 
services during the life-time of this Academy. 
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